0012

@

Michael O. Leavitt
Governor

Robert L. Morgan
Executive Director

Lowell P. Braxton
Division Director

Stat®of Utah ®

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

1594 West North Temple, Suite 1210
PO Box 145801

Sait Lake City, Utah 84114-5801
(801) 538-5340 telephone

(801) 359-3940 fax

(801) 538-7223 TTY
www.nr.utah.gov

July 11, 2002

Rick Olsen, General Manager
Canyon Fuel Company, LLC

P.O. Box 1029

Wellington, Utah 84542

Re:  Approval of Revised Surface Facilities Map, Canyon Fuel Company, LLC, Dugout Mine,

C/007/039-AMO2H, Outgoing File

Dear Mr. Olsen:

The above-referenced amendment is approved effective July 11,2002. A stamped
incorporated copy is enclosed for your copy of the Mining and Reclamation Plan.

If you have any questions, please feel free to call me at (801) 538-5325 or Stephen J.
Demczak at (435) 613-5242.

SID/sd
Enclosure:

Sincerely,

Daron R. Haddock
Permit Supervisor

cc: Ranvir Singh, OSM
Tom Rasmussen, BLM
Mark Page, Water Rights, w/o
Dave Ariotti, DEQ, w/o
Derris Jones, DWR, w/o
Price Field Office
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TECHNICAL ANALYSIS

INTRODUCTION

Canyon Fuel Company has submitted an amendment to construct two additional
buildings at the Dugout Mine. These structures are a sampling building and a storage building.
The permittee has submitted new bond calculations, surface facilities map, and text changes.

These additions will be in the existing disturbed area. All topsoil and vegetation have
been removed from these areas.
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OPERATION PLAN

MINING OPERATIONS AND FACILITIES

Regulatory Reference: 30 CFR 784.2, 784.11; R645-301-231, -301-526, -301-528.

Minimum Regulatory Requirements:

The objectives of this section is to ensure that the Division is provided with comprehensive and reliable information on
proposed underground mining activities, and to ensure that those activities are allowed to be conducted only in compliance with the
regulatory program.

Provide a general description of the mining operations proposed to be conducted during the life of the mine within the
proposed permit area, including, at a minimum, the following: a narrative description of the type and method of coal mining
procedures and proposed engineering techniques, anticipated annual and total production of coal, by tonnage, and the major
equipment to be used for all aspects of those operations; and, a narrative explaining the construction, modification, use,
maintenance, and removal of the following facilities (unless retention of such facility is necessary for postmining land use is
specified.) The following facilities must be described: dams, embankments, and other impoundments; overburden and topsoil
handling and storage areas and structures; coal removal, handling, storage, cleaning, and transportation areas and structures; spoil,
coal processing waste, mine development waste, and noncoal waste removal, handling, storage, transportation, and disposal areas
and structures; mine facilities; and, water pollution control facilities.

Analysis:
Facilities and Structures

The permittee has submitted an amendment to add two buildings to the disturbe@ area at
the Dugout Mine. The two buildings are the Coal Sampler Building and a storage building.

The Coal Sampler Building will consist of a metal structure on skids and is placed on a
concrete pad. The concrete pad will have to be constructed.

The Storage Building will be a metal structure and be placed on a concrete pad. This pad
will also have to be constructed.

Findings:

The permittee has met the minimum requirements of this section.

MAPS, PLANS, AND CROSS SECTIONS OF MINING OPERATIONS

Regulatory Reference: 30 CFR 784.23; R645-301-512, -301-521, -301-542, -301-632, -301-731, -302-323.

Minimum Regulatory Requirements:

Each application shall contain maps, plans, and cross sections which show the mining activities to be conducteq. the'
lands to be affected throughout the operation, and any change in a facility or feature to be caused by the proposed operations, if the
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facility or feature was shown and described as an existing structure.
The following shall be shown for the proposed permit area:
Mining facilities maps

Location of each facility used in conjunction with mining operations. Such structures and facilities shall include, but not be
limited to: buildings, utility corridors, roads, and facilities to be used in mining and reclamation operations or by others within the
permit area; each coal storage, cleaning, and loading area; each topsoil, spoil, coal preparation waste, underground development
waste, and noncoal waste storage area; each water diversion, collection, conveyance, treatment, storage and discharge facility;
each source of waste and each waste disposal facility relating to coal processing or pollution control; each facility to be used to
protect and enhance fish and wildlife related environmental values; each explosives storage and handling facility; location of each
sedimentation pond, permanent water impoundment, coal processing waste bank, and coal processing water dam and
embankment, and disposal areas for underground development waste and excess spoil; and, each plan or profile, at cross sections
specified by the Division, of the anticipated surface configuration to be achieved for the affected areas during mining operations.

Certification Requirements

Cross sections, maps, and plans required to show the design, location, elevation, or horizontal or vertical extent of the
land surface or of a structure or facility used to conduct mining and reclamation operations shall be prepared by, or under the
direction of, and certified by a qualified, registered, professional engineer, a professional geologist, or in any State which authorizes
land surveyors to prepare and certify such cross sections, maps, and plans, a qualified, registered, professional land surveyor, with
assistance from experts in related fields such as landscape architecture.

Each detailed design plan for an impounding structure that meets or exceeds the size or other criteria of the Mine Safety
and Health Administration, 30 CFR Section 77.216(a) shall: be prepared by, or under the direction of, and certified by a qualified
registered professional engineer with assistance from experts in related fields such as geology, land surveying, and landscape
architecture; include any geotechnical investigation, design, and construction requirements for the structure; describe the operation
and maintenance requirements for each structure; and, describe the timetable and plans to remove each structure, if appropriate.

Each detailed design plan for an impounding structure that does not meet the size or other criteria of 30 CFR Section
77.216(a) shall: be prepared by, or under the direction of, and certified by a qualified, registered, professional engineer, or in any
State which authorizes land surveyors to prepare and certify such plans, a qualified, registered, professional land surveyor, except
that all coal processing waste dams and embankments shall be certified by a qualified, registered, professional engineer; include

any design and construction requirements for the structure, including any required geotechnical information; describe the operation
and maintenance requirements for each structure; and, describe the timetable and plans to remove each structure, if appropriate.

Analysis:
Mining Facilities Maps

The permittee has submitted Plate 5-2 (Surface Facilities Map) to reflect the proposed
changes. This map is P.E. certified by David Spillman badge #151610.

Findings:

The permittee has the minimum requirements of this section.
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RECLAMATION PLAN

APPROXIMATE ORIGINAL CONTOUR RESTORATION

Regulatory Reference: 30 CFR 784.15, 785.16, 817.102, 817.107, 817.133; R645-301-234, -301-270, -301-271, -301-412, -301-
413, -301-512, -301-531, -301-533, -301-553, -301-536, -301-542, -301-731, -301-732, -301-733, -301-764.

Minimum Regulatory Requirements:

Note :The following requirements have been suspended insofar as they authorize any variance from approximate original
contour for surface coal mining operations in any area which is not a steep slope area.

Criteria for permits incorporating variances from approximate original contour restoration requirements.

The Division may issue a permit for nonmountaintop removal mining which includes a variance from the backfilling and
grading requirements to restore the disturbed areas to their approximate original contour. The permit may contain such a variance
only if the Division finds, in writing, that the applicant has demonstrated, on the basis of a complete application, that the following
requirements are met:

1.) After reclamation, the lands to be affected by the variance within the permit area will be suitable for an
industrial, commercial, residential, or public postmining land use (including recreational facilities).

2) The criteria for the proposed post mining land use will be met.

3.) The watershed of lands within the proposed permit and adjacent areas will be improved by the operations when

compared with the condition of the watershed before mining or with its condition if the approximate original
contour were to be restored. The watershed will be deemed improved only if: the amount of total suspended
solids or other pollutants discharged to ground or surface water from the permit area will be reduced, so as to
improve the public or private uses or the ecology of such water, or flood hazards within the watershed
containing the permit area will be reduced by reduction of the peak flow discharge from precipitation events or
thaws; the total volume of flow from the proposed permit area, during every season of the year, will not vary in a
way that adversely affects the ecology of any surface water or any existing or planned use of surface or ground
water; and, the appropriate State environmental agency approves the plan.

4) The owner of the surface of the lands within the permit area has knowingly requested, in writing, as part of the
application, that a variance be granted. The request shall be made separately from any surface owner consent
given for right-of-entry and shall show an understanding that the variance could not be granted without the
surface owner's request.

If a variance is granted, the requirements of the post mining land use criteria shall be included as a specific condition of
the permit, and, the permit shall be specifically marked as containing a variance from approximate original contour.

A permit incorporating a variance shall be reviewed by the Division at least every 30 months following the issuance of the
permit to evaluate the progress and development of the surface coal mining and reclamation operations to establish that the
operator is proceeding in accordance with the terms of the variance. If the permittee demonstrates to the Division that the
operations have been, and continue to be, conducted in compliance with the terms and conditions of the permit, the review specified
need not be held. The terms and conditions of a permit incorporating a variance may be modified at any time by the Division, if it
determines that more stringent measures are necessary to ensure that the operations involved are conducted in compliance with the
requirements of the regulatory program. The Division may grant variances only if it has promulgated specific rules to govern the
granting of variances in accordance with the provisions of this section and any necessary, more stringent requirements.

Analysis:

The construction of the two buildings will have no impact to returning this area to the
approximate original contour. There will be no major foundation to the buildings. The building
will on a concrete pad. The pads will consist of a total of less than 60 cubic yards.

Findings:

The permittee has met the minimum requirements of this section.
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BACKFILLING AND GRADING

Regulatory Reference: 30 CFR 785.15, 817.102, 817.107; R645-301-234, -301-537, -301-552, -301-553, -302-230, -302-231, -302-
232, -302-233.

Minimum Regulatory Requirements:
General

Disturbed areas shall be backfilled and graded to: achieve the approximate original contour; eliminate all highwalls, spoil
piles, and depressions; achieve a postmining slope that does not exceed either the angle of repose or such lesser slope as is
necessary to achieve a minimum long term static safety factor of 1.3 and to prevent slides; minimize erosion and water pollution
both on and off the site; and, support the approved postmining land use.

The postmining slope may vary from the approximate original contour when approval is obtained from the Division for a
variance from approximate original contour requirements, or when incomplete elimination of highwalls in previously mined areas is
allowed under the regulatory requirements. Small depressions may be constructed if they are needed to retain moisture, minimize
erosion, create and enhance wildlife habitat, or assist revegetation.

If it is determined by the Division that disturbance of the existing spoil or underground development waste would increase
environmental harm or adversely affect the health and safety of the public, the Division may allow the existing spoil or underground
development waste pile to remain in place. Accordingly, regrading of settled and revegetated fills to achieve approximate original
contour at the conclusion of underground mining activities shall not be required if: the settled and revegetated fills are composed of
spoil or nonacid- or nontoxic-forming underground development waste; the spoil or underground development waste is not located
so as to be detrimental to the environment, to the health and safety of the public, or to the approved postmining land use; stability of
the spoil or underground development waste must be demonstrated through standard geotechnical analysis to be consistent with
backfilling and grading requirements for material on the solid bench (1.3 static safety factor) or excess spoil requirements for
material not placed on a solid bench (1.5 static safety factor); and, the surface of the spoil or underground development waste shall
be vegetated in accordance with the revegetation standards for success, and surface runoff shall be controlled in accordance with
the regulatory requirements for diversions.

Spoit shall be returned to the mined-out surface area. Spoil and waste materials shall be compacted where advisable to
ensure stability or to prevent leaching of toxic materials. Spoil may be placed on the area outside the mined-out surface area in
nonsteep slope areas to restore the approximate original contour by blending the spoil into the surrounding terrain if the following
requirements are met: all vegetative and organic materials shall be removed from the area; the topsoil on the area shall be removed,
segregated, stored, and redistributed in accordance with regulatory requirements; the spoil shall be backfitied and graded on the
area in accordance with the general requirements for backfilling and grading.

Disposal of coal processing waste and underground development waste in the mined-out surface area shall be in
accordance with the requirements for the disposal of spoil and waste materials except that a long-term static safety factor of 1.3
shall be achieved.

Exposed coal seams, acid- and toxic-forming materials, and combustible materials exposed, used, or produced during
mining shall be adequately covered with nontoxic and noncombustible materials, or treated, to control the impact on surface and
ground water, to prevent sustained combustion, and to minimize adverse effects on plant growth and the approved postmining land
use.

Cut-and-fill terraces may be allowed by the Division where: needed to conserve soil moisture, ensure stability, and control
erosion on final-graded slopes, if the terraces are compatible with the approved postmining land use; or, specialized grading,
foundation conditions, or roads are required for the approved postmining land use, in which case the final grading may include a
terrace of adequate width to ensure the safety, stability, and erosion control necessary to implement the postmining land-use plan.

Preparation of final-graded surfaces shall be conducted in a manner that minimizes erosion and provides a surface for
replacement of topsoil that will minimize slippage. ’
Analysis:

General
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The construction of the two buildings will have no impact to the regrading of the area.
Findings:

The permittee has met the minimum requirements of this section.

BONDING AND INSURANCE REQUIREMENTS

Regulatory Reference: 30 CFR 800; R645-301-800, et seq.

Minimum Regulatory Requirements:
Determination of bond amount

The amount of the bond required for each bonded area shall: be determined by the Division; depend upon the .
requirements of the approved permit and reclamation plan; reflect the probable difficulty of reclamation, giving consideration to such
factors as topography, geology, hydrology, and revegetation potential; and, be based on, but not limited to, the estimated cost
submitted by the permit applicant.

The amount of the bond shall be sufficient to assure the completion of the reclamation plan if the work has to be
performed by the Division in the event of forfeiture, and in no case shall the total bond initially posted for the entire area under 1
permit be less than $10,000.

An operator's financial responsibility for repairing material damage resulting from subsidence may be satisfied by the
liability insurance policy required in this section.

Analysis:
Determination of Bond Amount

The Dugout Mine surety bond for reclamation is $3,682,000. The Division has just
completed a review of the bond and has determined the required amount needed to reclaim the
Dugout property is $2,311,000. Therefore, the Dugout Mine is over bonded. The cost of
reclaiming the two buildings is $3,654. No additional bond will be required for the construction
of these buildings.

Findings:

The permittee has the minimum requirements of this section.
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